ARISTOCRATIC ENGLAND
January 25, 1692, Marlborough was suddenly stripped of all
his offices and dismissed from court. Anne was ordered to get
rid of Lady Marlborough, and answered by making her friend-
ship firmer than ever and leaving London with her favourite. ^
The Bank of England and the National Debt. We now
approach what is much the most important landmark in all
these years and, after the Reformation and the destruction of
the monarchy, the most important event in modern English
history. At the end of the year 1692 a group of rich men, who
made'the politician Montague their agent, proposed to follow
the method of state finance which the Dutch had founded
long before, and to mortgage to their advantage the powers of
government. Montague's first proposal was put forward on
December 15, 1692. On January 20, 1693, came the first
regular inception of the plan, which was matured in the course
of the next few months. Money was needed for William's
policy of Continental war, and this group of rich men proposed
to lend the Government £1,200,000 upon terms which, in-
cluding commissions and perquisites, came to between 8 and
9 per cent.
This was the beginning of what later came to be called the
National Debt, for its special character was not merely the
lending of the money to the Government, a transaction as old
as history, but the novel proposal that the interest should be
strictly guaranteed on the security of the national taxes, while
immediately afterwards a privileged institution was called into
existence, a central bank, which should have the handling of
the loan and the interest, and the right to issue notes of credit
on the secitrity of the Government.
This last point was the essential. Anyone can issue a note
of credit (which is merely a promise to pay) and can use it in
lieu of money if he can persuade other people to accept it-
But the special character of this new institution, the Bank of
England (the charter of which dates from July 27,1694), lay in
this: that when it made out a paper promise to pay, all the
resources of England were to be put at its disposal to enable it
to keep that promise—in other words, its credit was not private
but public. It could not fail so long as the Government could
tax Englishmen in order to pay its debts. This was in effect to
give the Bank of England the right of creating money. It
could not coin the metals gold and silver; the Government
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